In this paper we consider relationship between foreign direct investment (as one of the mechanisms of technological development) and long-term economic growth. In the beginning we discuss the role of FDI in the increase of total factor productivity from the viewpoint of endogenous growth theory. We then turn to the comparative analysis of FDI inflow to Russia and other countries broken down by economic industries. We find that Russian industries capable of increasing TFP and positively impacting the long-term economic growth are significantly underinvested relative to other countries. Since, in our opinion, preexisting sources of Russia's economic growth are almost completely exhausted, we suggest several economic policy measures aimed at attracting FDI in Russia and improve the absorptive capacity of the country.
Although the spread of technology may exist in various forms, such as, for example, imports of high-tech products or attraction of highly skilled foreign professionals, one of the main mechanisms of knowledge spillover is FDI.
There is a number of academic studies that emphasize the importance of FDI for technological progress of countries, especially developing ones.
In the study Findlay (1978) 6 the author concludes that FDI increases the rate of technological progress through the "contagion" effect: country that hosts FDI gets access to advanced technologies for the production of goods and services, as well as to the best corporate governance practices used by foreign firms. In the study Krugman (1979) 7 the author has built a general equilibrium model, the diffusion of technology from developed to developing countries in which, in addition to the direct benefits, such as reduction of production costs of goods and services in developing countries and the emergence of new varieties of goods and services in the global economy, brings indirect benefits for developing countries namely improving of terms of trade.
Among other things FDI inflows stimulates domestic investment and helps to improve the quality of institutions in the host country, as well as the development of competition in domestic markets for goods and services, eventually leading to higher productivity, lower prices and optimal allocation of resources in the economy 8 .
Speaking about the impact of FDI on economic growth through technological progress it is necessary to note possible reverse causality, i.e. when a relatively high rate of economic growth of country attracts large amounts of FDI. In addition to the relatively high rate of return on investments (rate of return is 5% in developed countries, whereas in developing and transition economies -8% and 13% respectively) 9 , developing countries with relatively high rates of economic growth can attract FDI for the following reasons:
1. investors enter the emerging market;
2. investors acquire specific assets, access to natural resources, minimize production costs.
Although there are number of empirical studies coming to different (and at times polar) results 10 using various inference techniques for estimation of the link between FDI and economic growth economists agree that the FDI and economic growth mutually "reinforce" each other. That is, country has to ensure the basic economic conditions for potential growth to attract FDI, and at the same time, to increase the rate of its economic growth country have to attract significant amounts of FDI. In other words, FDI have a multiplier effect -the basic improvement of institutional environment and the quality of human capital required to attract FDI, consequently contributes to the disproportionately greater improvements in the institutional environment and quality of human capital after FDI are attracted.
Comparison of FDI in Russia and ROW
Comparison of the values of FDI inflows in various countries broken down by economic industry is presented below. Table 1 Growth of this particular industry coincides with the growth of GDP and real disposable income, but has a limited impact on the long-term economic growth. Education n/a n/a n/a n/a n/a n/a n/a n/a n/a Health care and social services n/a n/a n/a n/a n/a n/a n/a n/a n/a Armenia   Mining and quarrying  43  98  66  81  34  21  32  39  47 Agriculture n/a n/a n/a n/a 23 7 5 5 7
Machinery and equipment 0 0 0 0 0 0 0 0 0 Construction  1  4  6  1  2  0  2  3  3   Wholesale and retail trade  5  3  10  11  2  5  9  10  11   Transport and communication  68  71  96  168  359  444  254  280  329   Finance  21  29  30  96  134  98  54  87  96 Education 1 n/a n/a n/a n/a 0 n/a n/a n/a Health care and social services n/a n/a n/a n/a n/a 0 n/a n/a n/a Machinery and equipment n/a n/a n/a n/a n/a n/a n/a n/a n/a Education n/a n/a n/a n/a n/a n/a n/a n/a n/a
Health care and social services n/a n/a n/a n/a n/a n/a n/a n/a n/a Education n/a n/a n/a n/a -2 3 -1 -3 -5
Health care and social services n/a n/a n/a n/a -41 -10 7 9
India
Mining and quarrying 11  6  42  461  105  268  592  628  674 Agriculture n/a n/a n/a n/a n/a n/a n/a n/a n/a Machinery and equipment n/a n/a n/a n/a n/a n/a n/a n/a n/a Construction  209  191  967  2551  2237  3516  1599  2414  2864   Wholesale and retail trade  22  11  47  200  294  536  391  423  498   Transport and communication  70  95  588  882  2468  2072  1572  1739  1963   Finance  301  318  1330  3850  4430  2206  1353  1531  1746   Education  2  10  43  156  243  91  56  72  105 Health care and social services 25 n/a n/a n/a n/a n/a n/a n/a n/a Education n/a n/a n/a n/a n/a n/a n/a n/a n/a Education n/a n/a n/a n/a n/a n/a n/a n/a n/a Health care and social services n/a n/a n/a n/a n/a n/a -7 n/a n/a n/a n/a Machinery and equipment n/a n/a n/a n/a n/a n/a n/a n/a n/a Education n/a n/a n/a n/a n/a n/a n/a n/a n/a Health care and social services n/a n/a n/a n/a n/a n/a n/a n/a n/a Education n/a n/a n/a n/a 209 198 184 n/a n/a Health care and social services n/a n/a n/a n/ Education n/a n/a n/a n/a n/a n/a 26 160 -21
Health care and social services n/a n/a n/a n/a n/ Based on the analysis of statistical data, we can infer that Russian industries capable of increasing TFP and positively impacting the long-term economic growth are significantly underinvested relative to other countries. It is important to emphasize that we consider only official data without taking into account the presence of the "roundtrip investment", which in case of Russia, can reach 25-50% of total FDI inflows 11 . This phenomenon more explicitly indicates the low current investment attractiveness of Russia and closed nature of its economy for foreign investors.
Measures to attract FDI in order to stimulate long-term economic growth
Every country has to possess certain absorptive capacity to attract and effectively use FDI. We can illustrate the concept of absorptive capacity on the example of the quality of human capital. If the quality of human capital is relatively low (the country has poor absorptive capacity) even a significant inflow of FDI and transfer of the most advanced technologies of production of goods and services will not contribute to long term economic growth due to the fact that human capital will not be able to acquire new knowledge and skills and then use them in production process.
Below we discuss some of the key measures that can improve absorptive capacity of Russia in order to attract FDI and maximize positive externalities of FDI inflow for the economy.
Macroeconomic policy
Sound macroeconomic policies is a determining factor for attracting FDI. In the medium term Russian authorities have to maintain a disciplined fiscal administration, prevent growth of inflation rate above 3-3.5%, ensure stable employment level and implement responsible management of public sector debt.
It should be noted that due to the specific of investment process in Russia the use of tax incentives to foreign investors should be strictly administered and include 
Institutional environment
The difference in institutions is one of the fundamental reasons of the differences in the economic development between various countries 12 .
In case of Russia, extremely underdeveloped institutions and the presence of regulatory uncertainty continue to worsen the country's investment climate year after year.
The 
Financial markets
Underdevelopment of financial markets does not allow the country to experience the full benefits of FDI, as a lack of financial resources prevents local companies to attract external funding and use the opportunities in business from the inflow of FDI. In other words, the underdevelopment of financial markets limits the development of business activity in the host country of FDI, which thereby reduces the positive externalities from FDI for long-term economic growth.
One of the fundamental problems of the Russian financial market is the absence of long-term domestic investors, i.e. low share of long-term investors in the structure of customers of financial institutions. Possible solutions to the problem, which at the same time will increase Russia's TFP by improving the quality of human capital, is the organization of a national financial literacy program. In the medium term, this measure can promote the creation of an internal long-term investors by attracting funds of the population -in the form of direct investment in the financial market instruments (through brokerage services and by collective investment institutions), as well as investments in pension systems.
Another problem of the Russian financial market is the low capitalization of Russian financial institutions. Possible solution to the problem is the implementation of statutory level of guarantee of the bank's equity. It is necessary for the largest banks to generate contingent capital, which is available to use only when the banks are in a precarious financial position 13 . This measure will help to minimize the risks of the financial sector in times of decline in economic activity, as well as minimize the anticrisis public expenditures. In practice, this measure can be implemented through emission of special debt securities.
Further implementation of macroprudential regulation of banks, banking groups and bank holding companies is necessary to reduce systemic risk of economy and financial sector in particular. Furthermore, it is necessary to make a transition to the guidelines in the field of banking regulation of the Basel Committee on Banking Supervision ("Basel III"), in the medium term this will help to reduce costs of attracting external funding.
Reducing state involvement in the economy
The main problems of state involvement in the economy are distortion of market conditions, noising of price signals and inhibition of competition development in the domestic market. All these problems potentially reducing both foreign and domestic investment. It is necessary for Russian economy to further decrease the state involvement in competitive industries and continue privatization of large state-owned enterprises. It is also necessary to optimize the amount of funding of government programs implemented in the market industries of the economy.
Human capital.
Undoubtedly the set of measures to improve the quality of human capital in the medium term needed in the field of higher and secondary education, such as, for example, development of undergraduate technical programs and new educational technologies. However, in the long-term efforts of the federal and regional authorities should be focused on development of pre-school education. Investments in early childhood education of the population increase cognitive and non-cognitive skills of individuals, provide a net benefit to the social welfare and lead to long-term income growth 14 . In this regard, at the expense of the reducing the consolidated budget expenditures on the defense industry and law enforcement, it is necessary to increase expenditures on preschool education to the level of 7-9 % of the total expenditures of the consolidated budget. These expenditures should be directed to building new kindergartens, to raising a level of wages for existing teaching staff and conducting training courses for them, as well as to attracting new highly qualified teaching staff for the purpose of teaching children special disciplines, e.g., the basic concepts of foreign languages and mathematics. Preschool education development in Russia in the long term may create favorable conditions for FDI and maximize the positive externalities from FDI inflows to the country's economy.
Physical infrastructure.
In order to attract FDI in Russia it is necessary to further develop and improve the quality of physical infrastructure, such as bridges, ports, road and railways and other.
Results of academic studies suggest that the level of development of physical infrastructure has a significant impact on FDI inflows 15 . In addition, the physical infrastructure is necessary to ensure that local companies could use foreign technology in its production process, and, in the future, spread these developments across the economy. 
Conclusion
Endogenous growth theory suggests that long-term economic growth will mostly occur in countries aimed at openness of the economy, development of human capital, domestic competition and attracting foreign direct investment than in countries implementing policy of isolationism and following its "own special way."
After more than 20 years after the formation of post-Soviet Russia, the economic profile of the country underwent various, although minor changes. Direction of increasing the openness of the Russian economy and Russia's integration into the international economic community must be preserved, and promotion of it has to be significantly intensified. Further integration of Russia into the international economy, not only through export of natural resources and weapons, but also through attracting of multinational corporations with their knowledge and technology to Russia, will contribute to the growth of TFP and provide new sources of long-term economic growth in Russia, reduce costs of production of goods and services as well as the trade costs, increase social welfare in Russia and the world, and even increase life expectancy of Russian citizens.
Without a doubt, international community needs Russia as an open and transparent business partner, economic development potential of which remains high, but in the current economic situation Russia needs the global economic community as a business partner much stronger. Russian political leaders must clearly realize this, especially making fateful decisions that can suddenly deploy the country's direction of openness and integration into isolationism, leading to collapse.
